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Deng Xiaoping retains the political initiative in Beijing, where he is 


“- attempting to nail down a serfes of reforms. designed to ensure orderly decision- | 


- making, provide for an orderly succession, and concentrate Chinese energies on-- 
‘ modernizing the economy.. ae ° 


Deng has won most of his battles so far, but the going has been tough 
and the costs have been high. His base of support is probably narrower than 
it was a year or two ago, particularly in the military and in segments of the 
economic bureaucracy. Deng's personality is still the glue that holds things 
together in Beijing, but he is 76 and won't live forever. Lots of loose ends 
regarding the succession remain to be tied up. 


Deng and his allies, by emphasizing pragmatism, have got to produce 
results--visible economic growth and diplomatic successes. Neither is guaranteed. 
Critics remain waiting in the wings to capitalize on any faltering in the new 
programs (including the opening to the US). 


Economic performance obviously is a key in all this, but the Chinese 
are still groping to discover the best approach to their many problems. 
‘Economic growth this year may fall well below the long-run trend of Five to 
six percent. Reforms are still being resisted and have caused initial confusion 
in many cases. 


Ambitious plans have been sharply scaled back, particularly in the area 
of capital construction. Beijing is now concentrating on difficult infrastruc~ 
tion problems, especially energy. This is rational and should produce good 
long-term results, but precludes splashy short-term results which could be 
politically useful. 


Foreign trade remains a bright spot. 


China remains militarily much inferior to the USSR. There is no short- 
term solution to this problem, and foreign arms and technology purchases can 
only affect the margins of the basic problem. 


Military modernization remains a goal, but has a lesser priority than 
agricultural growth and than modernization of the economic infrastructure. 
Elements of the military are grumbling about this order of things, but basic 
priorities are not likely to change soon. 


In consequence, China must rely on clever diplomatic maneuvering (plus 
the prospect of prolonged, low-level resistance if the Soviets attack) to 
ward off the threat from Moscow. 
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